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Introduction

● Researchers have investigated how institutions could affect long-term growth

● But we wanted to take one step back and try and understand the 
determinants of institutions

Colonial heritage Climate Trade openness Resource 
endowments



Introduction

● We also know that resource-rich countries tend to export relatively more 
agricultural products

● Then we argued whether the relationship between resource endowments 
and institutions would also hold for the association between agricultural 
exports and institutional quality

To investigate the causal effect of commodity exports on the institutional 
quality of a set of 49 countries between 1997 and 2022.



Identification strategy

● Endogeneity    Therefore, it is crucial to search for exogenous natural 

variations in commodity product exports in combination with econometric 

modeling techniques

● We use the accession of China to the WTO as a natural experiment to study 

the relationship between agricultural exports and institutions



Identification strategy

As a result, each country’s 
commerce with China would be a 

reflex of its comparative 
advantages, not its political 

power (Chen, 2009)

The accession of China to the 
WTO means that its imports 

would all face the same tariffs 
and barriers to trade



Empirical strategy

● Our model is:

● IV approach through the 2SLS. The first- and second-stage econometric 

models follow:
Exclusion restriction!



Data

● Institutional quality – World Bank WGI

○ Voice and accountability; political stability and absence of violence; government 

effectiveness; regulatory quality; rule of law; and control of corruption

● Agricultural exports – WITS 

● GDP, gini index, arable land, CO2 emissions, fertilizer consumption, R&D expenditure, 

and resource rent – World Bank

● Latitude and landlocked dummy – CEPII 



Results



Results



Results

We rely the results of the 
identification and weak 

instrument tests, which confirm 
that that the Chinese demand 
shock serves as a relevant, 

strong instrument in our analysis.
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Concluding remarks

● We underscore the far-reaching impact of variations in agricultural exports on 
a country's institutional landscape. 

● Policymakers in commodity-exporting countries should be conscious of the 
potential trade-offs between economic gains from exports and the quality of 
their institutions



Concluding remarks

● While resource exports can boost revenues, they may also lead to institutional 
deterioration, affecting governance, public services, and political stability

● Thus, governments might consider the adoption of measures to mitigate these 
adverse effects, such as transparent revenue management, diversification of 
their economies, and robust regulatory frameworks

● Cattle farming, for instance, requires special attention due to its 
resource-intensive nature and the lobbying power of producer groups. 
Conversely, vegetable exports may warrant more relaxed regulation. 
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